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IMPORTANT INSTRUCTIONS
PLEASE READ BEFORE USING THE BOOK

The issuance of Statement on Standards for Accounting and Review
Services #1 (SSARS 1) has added a new category on engagement letters
which your manual should address*.
SSARS 1, Compilation and Review of Financial Statements, defines
the compilation of financial statements and the review of financial
statements of a nonpublic entity and provides guidance to accountants
concerning the standards applicable to such engagements.

Paragraph 8 of SSARS 1 specifies that accountants should establish
an understanding with the client, preferably in writing, regarding the
services to be performed. Appendices B and C of SSARS 1 provide illustrative
engagement letters for a pure compilation engagement and for a pure
review engagement.
Since variations in types of engagements will occur in practice,
we have provided you with sample engagement letters covering engagements
which are likely to occur.

Sample engagement letters for the following situations are presented:

1.

Compilation of Financial Statements, Accounting and Tax Services.

2.

Review of Financial Statements, Accounting and Tax Services.

3.

Change from Unaudit Engagement in Original Engagement Letter
to Review Engagement.

4.

Review Engagement, Financial Statements Based on Income Tax
Accounting.

5.

Compiled Statements, with Omitted Disclosures, Accounting and
Tax Services, Lack of Independence.

6.

For SEC Engagements - Review of Interim Financial Statements
of Publicly-Held Client (See SAS 24).

*Sample engagement letters 1-6 in the Accounting and Auditing section
of your manual (see page 45) are no longer appropriate under SSARS 1.
Instead, refer to the sample engagement letters provided in this supplement.
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Sample Letter No. 1
Compilation of Financial Statements, Accounting and Tax Services

SWIFT, MARCH & COMPANY

Certified Public Accountants

December 15, 197A

To the Partners of
Any Investment Partnership
711 Easy Street
San Diego, California 90201

Gentlemen:
This letter is to confirm our understanding of the terms and
objectives of our engagement and the nature and limitations of the services we
will provide.

We will perform the following services:

1.

We will post (but not write-up) your books quarterly.

2.

We will prepare quarterly and year-end payroll tax returns.

3.

We will compile, from information you provide, the annual and

interim balance sheets and related state
ments of income, retained

earnings, and changes in financial position of Any Investment
Partnership for the year 197B.

such financial statements.

We will not audit or review

Our report on the annual financial

statements of Any Investment Partnership is presently expected

to read as follows:
The accompanying balance sheet of Any Investment Partnership
as of December 31, 197B, and the related statements
of income, retained earnings, and changes in
financial position for the year then ended have
been compiled by us.
A compilation is limited to presenting in the form
of financial statements information that is the
representation of management. We have not audited
or reviewed the accompanying financial statements
and, accordingly, do not express an opinion or any
other form of assurance on them.
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Our report on your Interim financial statements, which statements

will omit substantially all disclosures, will include an additional paragraph
that will read as follows:

Management has elected to omit substantially
all of the disclosures required by generally
accepted accounting principles. If the omitted
disclosures were included in the financial
statements, they might influence the user’s
conclusions about the company’s financial
position, results of operations, and changes in
financial position. Accordingly, these
financial statements are not designed for those
who are not informed about such matters.

If, for any reason, we are unable to complete the compilation of

your financial statements, we will not issue a report on such statements as a
result of this engagement.

4.

We will prepare the partnership federal and California

returns of income.

Our engagement cannot be relied upon to disclose errors, irregular

ities, or illegal acts, including fraud or defalcations, that may exist.

How

ever, we will inform you of any such matters that come to our attention.

The retainer fee for our services will be $6,000 per year, payable

at the rate of $500 per month commencing January, 197B.

This retainer has been

proposed on the assumption that you will continue to employ competent bookkeeping
personnel.

Should a change in your bookkeeping personnel require us to spend

additional time in training your people or in otherwise performing our services,

you will be billed for such additional time.

Should services other than those covered by this letter be required

or requested, the extent of such services and the basis for additional fees will
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be discussed in advance of the performance of the work.

We shall be pleased to discuss this letter with you at any time.

If the foregoing is in accordance with your understanding, please
sign the copy of this letter in the space provided and return it to us.
Very truly yours,

SWIFT, MARCH & COMPANY

Partner

APPROVED:

By:_________________________________

Date:_______________________________

Note:
Appropriate changes should be made in this letter when the engagement provides

for reviewed statements.

Sample Letter No. 2
Review of Financial Statements, Accounting and Tax Services

SWIFT, MARCH & COMPANY

Certified Public Accountants

July 19, 197A

Tom Jones, President
Jones Freight Corporation
648 Crystal Lane
Seattle, Washington 98101
Dear Mr. Jones:

This letter is to confirm our understanding of the terms and
objectives of our engagement and the nature and limitations of the services

we will provide.

We will perform the following services:

We will review the balance sheet of the Jones Freight Corporation as
of July 31, 197A and the related statements of income, retained earnings, and

changes in financial position for the year then ended, in accordance with

standards established by the American Institute of Certified Public Accountants.

We will not perform an audit of such financial statements, the objective of

which is the expression of an opinion regarding the financial statements taken
as a whole, and, accordingly, we will not express such an opinion on them.

Our report on the financial statements is presently expected to read as follows:

We have reviewed the accompanying balance sheet of the
Jones Freight Corporation as of July 31, 197A, and the
related statements of income, retained earnings, and
changes in financial position for the year then ended,
in accordance with standards established by the
American Institute of Certified Public Accountants.
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All Information included in these financial statements
is the representation of the management of the Jones
Freight Corporation.

A review consists principally of inquiries of company
personnel and analytical procedures applied to
financial data. It is substantially less in scope than
an examination in accordance with generally accepted
auditing standards, the objective of which is the
expression of an opinion regarding the financial
statements taken as a whole. Accordingly, we do not
express such an opinion.
Based on our review, we are not aware of any material
modifications that should be made to the accompanying
financial statements in order for them to be in
conformity with generally accepted accounting principles.
If, for any reason, we are unable to complete our review of your

financial statements, we will not issue a report on such statements as a
result of this engagement.

Your bookkeeper will provide us with a detailed trial balance
and any supporting schedules that we will require.

We will perform such

accounting services as may be necessary preliminary to the preparation of the
financial statements, such as assisting in adjusting and closing the books.

We will also prepare the federal and state income tax returns for
Jones Freight Corporation for the year ended July 31, 197A.

Fees for the above services, computed at our standard rates, will
be billed to you, together with any out-of-pocket costs, every two weeks as

the work progresses.

Our invoices are payable upon presentation.
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Our engagement cannot be relied upon to disclose errors,
irregularities, or illegal acts, including fraud or defalcations, that may

exist.

However, we will inform you of any such matters that come to our

attention.

We shall be pleased to discuss this letter with you at any time.

If the foregoing correctly expresses your understanding of our
arrangements, please sign and return the enclosed copy of this letter.

Very truly yours,

SWIFT, MARCH & COMPANY

Partner

APPROVED

By:____________________________
Date:

Sample Letter No. 3
Change from Unaudit Engagement in Original Engagement Letter to Review
Engagement

SWIFT, MARCH & COMPANY

Certified Public Accountants

June 26, 197A

Mr. Arthur Black
TRS Company
123 Fourth Street
Anderson, California

90944

Dear Mr. Black:
Our letter to you dated March 15, 197A, which you approved, engaged
us to prepare unaudited financial statements for the year ending August 31, 197A,
as well as the required federal and state income tax returns for that year.

Subsequent to our accepting this engagement, the American Institute of Certified
Public Accountants issued a statement which revised the professional rules con
cerning the preparation of and reporting on unaudited financial statements by

certified public accountants.

We have reviewed these new requirements with you

and you agreed that our engagement for the year ending August 31, 197A will

be changed to a review of your financial statements.

Accordingly, we will review the balance sheet of TRS Company as of

August 31, 197A, and the related statements of income, retained earnings, and
changes in financial position for the year then ended,

in accordance with stand

ards established by the American Institute of Certified Public Accountants.

We

will not perform an audit of such financial statements, the objective of which

is the expression of an opinion regarding the financial statements taken as a
whole, and, accordingly, we will not express such an opinion on them.

Our

report on the financial statements is presently expected to read as follows:

Mr. Arthur Black
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We have reviewed the accompanying balance sheet
of TRS Company as of August 31, 197A, and the
related statements of income, retained earnings,
and changes in financial position for the year
then ended, in accordance with standards estab
lished by the American Institute of Certified
Public Accountants. All information included
in these financial statements is the representa
tion of the management of TRS Company.

A review consists principally of inquiries of
company personnel and analytical procedures
applied to financial data. It is substantially
less in scope than an examination in accordance
with generally accepted auditing standards, the
objective of which is the expression of an opinion
regarding the financial statements taken as a
whole. Accordingly, we do not express such an
opinion.

Based on our review, we are not aware of any
material modifications that should be made to
the accompanying financial statements in order
for them to be in conformity with generally
accepted accounting principles.

If, for any reason, we are unable to complete our review of your

financial statements, we will not issue a report on such statements as a
result of this engagement.

The provisions in our letter of March 15, 197A concerning the

preparation of your federal and state income tax returns and the fee arrange
ments remain unchanged.

Our engagement cannot be relied upon to disclose errors, irregu

larities, or illegal acts, including fraud or defalcations, that may exist.

However, we will inform you of any such matters that come to our attention.

Mr. Arthur Black
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We shall be pleased to discuss this letter with you at any
time.

If the foregoing correctly expresses your understanding, please

sign and return the enclosed copy of this letter.

Very truly yours,

SWIFT, MARCH & COMPANY

Partner

APPROVED:

By:_________________________________

Date:_______________________________

Note:
1.

If the unaudited engagement has been converted into a compilation engage
ment, the above wording should be changed accordingly.

2.

If the change in services results in a change in the fee arrangements the
wording in the fee arrangement paragraph should be changed accordingly.

Sample Letter No.4
Review Engagement, Financial Statements
Based on Income Tax Accounting

SWIFT, MARCH & COMPANY

Certified Public Accountants
August 6, 197A

Mr.
Doe
432
New

John Doe, General Partner
& Deer Limited Partnership
First Street
York, New York 10022

Dear Mr. Doe:

This is to confirm the terms of our engagement with respect to the
services we are to render Doe & Deer Limited Partnership for the fiscal year

ending September 30, 197A.
We will review the statements of assets, liabilities and partners'

equity as at September 30, 197A and the related statements of income and expense,

partners* equity and changes in assets, liabilities and partners’ equity for
the year then ended, in accordance with standards established by the American
Institute of Certified Public Accountants.

The partnership files its income tax returns on the cash receipts

and disbursements method of accounting, except that the cost of capital assets

and certain intangible assets have been capitalized.

Since the partnership

maintains its accounts and prepares its financial statements by use of the

same method of accounting followed for federal income tax reporting purposes,

the financial statements will not purport to set forth the financial position,
results of operations or changes in financial position in conformity with

generally accepted accounting principles.
Therefore, our report on the financial statements is presently expected

to read as follows:

Mr. John Doe, General Partner
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We have reviewed the accompanying statements
of assets, liabilities and partner's equity of Doe & Deer
Limited Partnership as of September 30, 197A, and the
related statements of income and expense, partners' equity
and changes in assets, liabilities and partners' equity
for the year then ended, in accordance with standards
established by the American Institute of Certified Public
Accountants. All information included in these financial
statements is the representation of the management of
Doe & Deer Limited Partnership.
A review consists principally of inquiries of
company personnel and analytical procedures applied to
financial data. It is substantially less in scope than
an examination in accordance with generally accepted auditing
standards, the objective of which is the expression of
an opinion regarding the financial statements taken as
a whole. Accordingly, we do not express such an opinion.

Based on our review, we are not aware of any
material modifications that should be made to the accompanying
financial statements in order for them to be in conformity
with the partnership's income tax basis of accounting.

If, for any reason, we are unable to complete our review of your
financial statements, we will not issue a report on such statements as a result

of this engagement.
Your bookkeeper will provide us with a detailed trial balance and
such supporting schedules as we will request in a letter which we will send

to him at a later date.

We will perform such services as may be required

preliminary to the preparation of the financial statements, such as assisting

in adjusting and closing the general books of account.

Our engagement cannot be relied upon to disclose errors, irregularities
or illegal acts, including fraud or defalcations, that may exist.

However,

we will inform you of any such matters that come to our attention.
We shall be pleased to discuss this letter with you at any time.

Our fees for these services will be billed at our standard rates
every two weeks as the work progresses.
presentation.

Our invoices will be payable upon
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Mr. John Doe, General Partner

Please indicate your approval of these arrangements by signing the

enclosed copy of this letter in the space indicated and returning it to us.
Very truly yours

SWIFT, MARCH & COMPANY

Partner

APPROVED:

By:
Date:

_ ______________________________

Sample Letter No. 5
Compiled Statements with Omitted Disclosures, Accounting
and Tax Services, Lack of Independence

SWIFT, MARCH & COMPANY

Certified Public Accountants

December 15, 197A

Mr. Richard Smith
RUT Company, Inc.
1800 Keystone Avenue
New York, New York 10001
Dear Mr. Smith:
This letter is to confirm our understanding of the terms and objec

tives of our engagement and the nature and limitations of the services we will
provide.

We will perform the following services:
1.

We will compile, from information you provide, the balance

sheet and related statements of income, retained earnings,
and changes in financial position of RUT Company, Inc. for

the year 197A.

We will not audit or review such financial

statements.

You have requested that disclosures required by generally accepted

accounting principles be omitted from your company’s financial statements.
Accordingly, we will state in our report that the financial statements are not
designed for those who are not informed about such matters.

Furthermore, be

cause your bookkeeper is the wife of one of our partners in the New York office
and we lack independence in this engagement, our report will refer to our

lack of independence.

Our report on the annual financial statements of RUT Company, Inc.
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is presently expected to read as follows:

The accompanying balance sheet of RUT Company, Inc.
as of December 31, 197A, and the related statements of
income, retained earnings, and changes in financial
position for the year then ended have been compiled by
us.
A compilation is limited to presenting in the form
of financial statements information that is the representa
tion of management. We have not audited or reviewed the
accompanying financial statements and, accordingly, do
not express an opinion or any other form of assurance
on them.

Management has elected to omit substantially all of the
disclosures required by generally accepted accounting
principles. If the omitted disclosures were included in the
financial statements, they might influence the user’s
conclusions about the company’s financial position, results
of operations, and changes in financial position. Accordingly,
these financial statements are not designed for those who are
not informed about such matters.

We are not independent with respect to RUT Company, Inc.

If for any reason, we are unable to complete the compilation of
your financial statements, we will not issue a report on such statements
as a result of this engagement.

You have also asked us to perform the following additional
services for the purposes of testing bookkeeping accuracy and abstracting

information from your records which may be of help to you in your review of
the current year’s operations:

2.

Tests of the account classification of purchases and

disbursements during the period.

3.

Preparation of analyses of certain of the expense accounts.
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4.
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Preparation of an aged trial balance of accounts receivable,

noting thereon collections during the period December 31, 197A
to date of preparation of the schedule.

5.

Preparation of the 197A federal and New York income tax

returns for RUT Company, Inc.

Our engagement cannot be relied upon to disclose errors, irregularities

or illegal acts, including fraud or defalcations, that may exist.

However,

we will inform you of any such matters that come to our attention.

Fees for these services will be based upon our standard rates and
will be billed to you

every two weeks.

Our invoices are payable upon

presentation.

We shall be pleased to discuss this letter with you at any time.

If this letter correctly expresses your understanding, please sign

and return the enclosed copy of this letter.

Very truly yours,

SWIFT, MARCH & COMPANY

Partner

APPROVED:

By:____________________________

Date:

Sample Letter No. 6
For SEC Engagements - Review of Interim Financial Statements of
Publicly Held Client

SWIFT, MARCH & COMPANY

Certified Public Accountants

June 15, 197A

Harold Armstead, Vice President
Roxie, Inc.
300 Arizona Drive
Detroit, Michigan 48034
Dear Mr. Armstead:
This letter sets forth the arrangements concerning our review of

the interim consolidated condensed financial statements for Roxie, Inc.

Our

services in connection with our examination of your financial statements for
the year ending June 30, 197B will be covered by a separate letter.

We will make a review of the consolidated condensed balance sheets

as at September 30, 197A, December 31, 197A, and March 31, 197B and the related
consolidated condensed statements of income and changes in financial position

for the periods then ended.

The review will be conducted in accordance with

standards established by the American Institute of Certified Public Accountants

and will consist principally of obtaining an understanding of the system for
the preparation of interim financial information, applying analytical review

procedures to financial data, and making inquiries of persons responsible for
financial and accounting matters.

Our services will not comprise an audit of

these financial statements and we will disclaim an opinion on them.

The purpose

of performing such limited procedures is to enable us to express in our report
that based on our review we are not aware of any material modifications that
should be made to the consolidated condensed financial statements in order for

them to be in conformity with generally accepted accounting principles.
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At the completion of the engagement you will provide us with a
letter in which you will confirm representations made to us during our review.

The services we are to perform are not designed, and should not be

relied upon, to disclose defalcations or other irregularities should any exist.
However, we will notify you of anything that may come to our attention which
appears to us to be unusual or abnormal.

Fees for these services will be based upon our standard rates and
will be billed to you every two weeks together with out-of-pocket costs.

Our

invoices are payable upon presentation.

If the foregoing accurately expresses your understanding of these
arrangements, please sign and return the enclosed copy of this letter.

Very truly yours,
SWIFT, MARCH. & COMPANY

Partner
APPROVED:
By:_____________________________________
Date:

